A FINANCIAL  TRANSACTION 

BETWEEN 

THE  PENNSYLVANIA  RAILROAD  COMPANY 

AND 

THE  UNITED  STATES  GOVERNMENT 


Lack  of  appropriation  of  the  $750,000,000  railroad  revolving 
fund,  requested  by  the  Director  General  of  Railroads  as  being 
necessary  for  the  continued  Governmental  operation  of  the 
transportation  lines  during  the  current  year,  has  left  the  United 
States  Railroad  Administration,  during  the  interim  between  the 
final  adjournment  of  the  Sixty-fifth  Congress  on  March  4th 
and  the  reassembling  of  the  new  Congress  on  a date  as  yet 
undetermined,  temporarily  without  adequate  funds.  Action 
by  the  Board  of  Directors  of  the  Pennsylvania  Railroad  Com- 
pany, authorizing  employment  of  the  corporate  resources  and 
credit  in  the  relief  of  the  emergency  resulting  on  the  lines  of 
the  Pennsylvania  Railroad  System,  was  announced  March  15, 

1919,  as  follows: 

“Samuel  Rea,  President  of  the  Pennsylvania  Railroad 
Company,  stated  that  to  assist  in  the  difficult  Govern- 
ment financial  railroad  situation,  especially  in  the  pay- 
ment of  overdue  Federal  vouchers  for  expenditures 
incurred  in  Governmental  operation  of  the  Pennsylvania 
System,  including  purchases  of  fuel,  materials  and  sup- 
plies, and  expenditures  for  improvement  and  betterment 
work,  the  Board  of  Directors  had  authorized  the  borrow- 
ing of  a sum  not  exceeding  $22,000,000.,  and  the  pay- 
ment of  same  to  the  Railroad  Administration  to  be  used 
exclusively  in  paying  these  vouchers,  and  thus  not  only 
ease  the  financial  strain  but  assist  those  doing  business 
on  the  lines  of  the  System.  Arrangements  have  been 
made  for  the  immediate  payment  of  a sufficient  amount 
to  meet  the  more  urgent  cases. 

“The  Director  General  has  approved  of  the  foregoing 
plan  and  is  willing,  upon  appropriation  by  Congress  of 
funds  available  for  that  purpose,  to  promptly  make 
payment  of  the  $22,000,000  if  then  due  the  Companies 
in  the  Pennsylvania  System  on  account  of  compensation.’' 


Pennsylvania  Railroad  Borrows  to  Enable  Federal 
Managers  to  Pay  Bills. 


From  the  Philadelphia  North  American,  March  16,  iqiq. 

Acting  in  big  way  to  relieve  an  unusual  and  trying  situation  which  had 
come  to  bear  hard  upon  many  concerns,  the  Pennsylvania  Railroad  Com- 
pany, as  a corporation,  yesterday  put  its  credit  at  the  use  of  the  railroad 
administration  to  the  amount  of  $22,000,000.  The  purpose  is  to  enable 
the  federal  authorities  to  pay  some  9000  long-overdue  bills  owing  to 
companies  and  individuals  for  all  manner  of  materials  and  supplies  which 
have  been  furnished  on  orders  of  the  federal  managers  for  use  on  the 
Pennsylvania  Railroad  system. 

Such  overdue  federal  vouchers,  which  have  been  held  back  owing  to 
lack  of  funds  at  the  disposal  of  the  railroad  administration,  aggregate 
about  $13,000,000  for  the  Pennsylvania  Railroad  system  east  and  $9,000,000 
for  the  system  west  of  Pittsburgh.  What  the  big  company  now  does  is 
to  borrow  $22,000,000  in  its  corporate  capacity  and  make  the  funds 
available  to  the  federal  authorities,  in  order  that  they  may  be  able  to 
meet  their  bills,  so  far  as  the  Pennsylvania  Railroad  system  is  concerned, 
without  further  delay. 

In  effect,  the  Pennsylvania  Railroad  Company  borrows  to  loan  to  the 
United  States,  with  an  undertaking  by  the  director  general  of  railroads 
to  repay  the  loan  out  of  the  first  funds  which  congress  shall  appropriate 
to  the  uses  of  the  railroad  administration.  Only  a great  corporation  with 
large  resources  and  credit  could  manage  such  an  operation.  Only  a 
management  with  liberal  ideas  and  broad  vision  would  initiate  such  a plan. 
It  is  not  the  first  time  that  the  Pennsylvania  Railroad  management  has 
recognized  that  the  company  has  duties  and  responsibilities  outside  of 
itself. 

Quite  possibly  other  financially  strong  railroads  will  follow  suit.  The 
hundreds  and  thousands  of  railway  supply  concerns  thruout  the  country 
are  entitled  to  payment  of  their  accounts,  and  the  financial  inability  of  the 
railroad  administration  to  pay  its  bills  has  been  a source  of  hardship  as 
well  as  annoyance  to  many  of  them.  Liquidation  of  the  accounts  will  be 
a factor  in  straightening  out  general  business  and  in  bringing  about  re- 
sumption of  industrial  activity.  This  is  one  of  the  impelling  motives  of 
the  Pexmsyl vania  Railroad  management  in  doing  what  it  now  does. 
Another  is  to  uphold  the  company's  good  name  and  high  credit,  estab- 
lished thru  years,  even  tho  the  government  representatives  in  control 
of  the  properties,  rather  than  the  corporation  management,  made  the 
bills. 
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Pennsylvania  Railroad  Corporation  to  the  Rescue. 


From  the  Philadelphia  News  Bureau,  March  18,  iqiq . 

After  politely  dismissing  the  chiefs  of  the  railroad  corporations  in  the 
middle  of  1918  with  the  statement  that  it  was  impossible  for  them  to  serve 
two  masters,  the  United  States  Government  and  the  railroad  corpora- 
tions, an  “S.  O.  S.”  call  has  been  sent  to  the  same  corporation  chiefs  to 
come  to  the  relief  of  the  Government. 

The  Pennsylvania  Railroad  Company  has  promptly  borrowed 
$22,000,000,  not  to  pay  its  own  bills  but  to  hand  over  to  the  Government 
to  pay  the  vouchers  incurred  for  the  purchase  of  fuel,  materials  and  sup- 
plies. This  relief  to  the  manufacturers  in  this  region  between  the 
Mississippi  and  the  Atlantic  who  have  sold  these  supplies  to  the  Govern- 
ment will  be  very  extensive,  and  should  be  a safeguard  against  non  em- 
ployment and  lack  of  confidence. 

The  gratitude  of  the  supply  men,  and  there  are  thousands  of  them,  to 
The  Pennsylvania  Railroad  Company  for  coming  to  their  rescue  ought 
to  be  great.  For  months  they  have  knocked  at  the  doors  of  the  Federal 
Administration  who  are  operating  the  railroad  systems  and  asked  for 
payment  but  without  results  because  the  Government  could  not  furnish 
the  money. 

As  viewed  by  financial  men,  here  is  a situation  in  which  the  Railroad 
Administration  is  practically  bankrupt  and  the  railroad  corporation  came 
to  the  rescue,  and  even  though  it  cannot  obtain  its  own  compensation 
payment  from  the  Government  at  present  it  must  extend  its  credit  to 
help  the  manufacturers  and  the  Railroad  Administration. 

The  Pennsylvania  Railroad  Company  has,  as  usual,  met  a serious 
situation  in  a broad  and  constructive  way,  and  its  president  and  directors 
merit  commendation  as  prompt  and  extensive  as  their  generous  action 
warrants.  Here  is  another  indication  that  the  Pennsylvania  Railroad  is 
still  the  standard  railroad  of  the  country. 

The  action  of  the  Pennsylvania  Railroad  Company  in  using  its  credit 
to  aid  the  Government  in  its  financial  embarrassment  will  have  far  reach- 
ing effects  in  pointing  the  way  for  other  railroad  corporations  to  follow, 
and  it  was  also  well  received  in  banking  quarters  where  a disposition  to 
aid  the  Railroad  Administration  in  its  dilemma  has  been  shown. 

Although  the  public  understands  in  a general  way  that  the  railroads 
are  today  under  Federal  control,  they  do  not  understand  the  distinction 
between  the  Pennsylvania  Railroad  and  The  Pennsylvania  Railroad 
Company.  The  Pennsylvania  Railroad  represents  Federal  control  and 
operation  of  the  lines,  while  The  Pennsylvania  Railroad  Company  repre- 
sents strictly  the  railroad  corporation,  which  at  present  has  nothing  to 
do  with  the  operation  of  the  lines  it  owns,  or  bills  incurred  in  their  opera- 
tion. 


3 


Even  railroad  supply  men  have  lost  sight  of  this  distinction  and  the  fact 
that  there  are  $22,000,000  in  overdue  bills  owed  by  the  Pennsylvania 
Railroa.d  System  has  led  supply  men  to  call  upon  the  officials  of  the  rail- 
road corporation  to  question  why  the  Pennsylvania,  which  has  always 
enjoyed  the  highest  credit,  should  become  so  lax  in  the  payment  of  its 
bills.  The  credit  of  the  railroad  will  thus  be  sustained  by  the  liberality 
and  broad  vision  shown  by  the  directors  in  aiding  in  the  solution  of  a 
difficult  and  critical  financial  situation. 

In  its  fullest  effect  the  money  borrowed  by  the  railroad  corporation  and 
placed  at  the  disposal  of  the  Federal  treasurers  will  relieve  the  financial 
needs  of  the  contractors  and  those  who  have  furnished  fuel,  materials  and 
supplies  and  also  obviate  possible  idleness  through  closing  of  plants. 

The  $22,000,000  raised  by  the  Pennsylvania  has  been  offered  to,  and 
accepted  on  behalf  of  the  Government,  as  an  advance  payment  to  the 
United  States  Railroad  Administration  on  account  of  expenditures  made 
or  to  be  made  by  the  Government  for  additions  and  betterments  on  the 
lines  of  the  System  for  which,  under  the  terms  of  the  Federal  control 
contract,  reimbursement  would  otherwise  be  made  by  the  corporation 
upon  final  settlement. 

Upon  the  required  appropriation  being  made  by  Congress  covering  the 
railroad  revolving  fund,  the  $22,000,000  will  be  promptly  repaid  to  the 
company,  if  at  that  time  the  Government  owes  the  corporation  such 
amount,  on  balance,  as  compensation  for  the  use  of  the  properties  in  the 
System  and  the  adjustment  of  other  accounts.  On  December  31,  1918,. 
the  compensation  accrued  for  use  of  The  Pennsylvania  Railroad  Com- 
pany, and  its  leased  operated  lines  East  and  West  of  Pittsburgh  amounted 
to  $65,992,740,  of  which  only  $31,296,000  had  been  paid  to  that  date. 


Facts  about  P.  R.  R.  Stockholders 

The  Pennsylvania  Railroad  Company  has  108,546 
stockholders — more  than  any  other  railroad  corpora- 
tion in  the  world.  Of  this  number,  53,327  are  women, 
or  over  49  per  cent,  of  the  total.  The  number  of  women 
stockholders  increased  nearly  3000  in  the  last  year. 
The  average  number  of  shares  owned  by  each  stock- 
holder is  92.  Less  than  2 per  cent,  of  the  total  stock 
is  now  owned  abroad,  as  compared  with  15  per  cent, 
before  the  War.  In  1910,  the  Company  had  less  than 
66,000  stockholders  and  in  1900  less  than  25,000,  so 
that  the  number  has  more  than  quadrupled  in  the 
last  nineteen  years. 
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